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ITEMS THE AUDIT COMMITTEE REPORTS ON IN THIS REPORT: 
- INTERNAL FINANCIAL CONTROL AND INTERNAL AUDIT 
- RIKS MANAGEMENT 
- EFFECTIVE GOVERNANCE 
- PERFORMANCE MANAGEMENT AND EVALUATION 
- ADEQUACY AND RELIABILITY OF FINANCIAL REPORTING 
- COMPLIANCE WITH LEGISLATION 
- REVIEW OF ANNUAL FINANCIAL STATEMENTS       

 
1.      INTERNAL FINANCIAL CONTROL AND INTERNAL AUDIT   

 Financial and budgetary controls refer: 
- Capital Expenditure was not fully achieved in line with approved budgets .  

These were mainly affected b y significant changes to MSCOA. 
- Monies owing by the municipality were not always paid within 30days 

 
The year under review has seen significant improvements in financial ratios, 
quarterly budget reports etcetera.  

  
 A full time internal Audit manager was appointed during the year under review 
subsequent to the cancellation of the outsourced function. During the period 
between appointment of the internal audit manager and the cancellation of the 
outsourced services, the internal audit function was not functioning effectively and 
certain internal audit items were not conducted in line with the internal audit plan, 
which is of concern to the Audit Committee 
  
During the year under review the revised Internal Audit Charter was adopted and the 
internal audit plan reviewed and accepted. 
  
  
 

2.  RISK MANAGEMENT   
 The risks identified on the risk management plan require further action from the 
 municipality in order to improve the control environment and the functioning of  
 the internal control system, so that risks are mitigated or reduced to acc eptable 
 levels. 
  
 The municipality faces material financial and operational risks arising from  ageing 

infrastructure. 
 

The fact that Performance Management System has significantly imp roved during 
the past year, and the fact that significant strides have been made to align 
Performance targets to the Integrated Development plan, and that monitoring o f 
these has significantly improved, results in much more comfort that servic e delivery 
will improve. 
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3.  EFFECTIVE GOVERNANCE 
The  municipality has seen a significant improvement in effective governance, with 
active council involvement, management review of performance management 
and improved alignment of the Integrated Development plan and Performance 
Targets. 

 
 

4.  PERFORMANCE MANAGEMENT AND EVALUATION 
 This function has seen a dramatic improvement and is evidence of improved 
 top down commitment from leadership in the municipality. 
 

5.  ADEQUACY AND RELIABILITY OF FINANCIAL REPORTING 
 The municipality has improved the reliability of financial reporting. 
 

6.  COMPLIANCE WITH LEGISLATION 
Although there has been an improvement in compliance, the municipality has not 
been able to pay creditors as it falls due, resulting in continued non-complianc e 
with the MFMA. 

 
 
7.      REVIEW OF ANNUAL FINANCIAL STATEMENTS                                                                                        

The audit committee did not have sufficient time to review the financials, but w ere 
only provided with a draft version. 
We would recommend that more time be allocated by management to ensure 
that the Draft financial statements are properly reviewed by Internal Audit and 
that the audit committee be provided the financial statements well in advance , 
prior to being handed to the Auditor General.  

 
                                             
 
 

CONCLUSION 
 
Although the municipality has made great strides toward improved service deliver y and 
accountability, there is still a lot of hard work, leadership and commitm ent required for 
the municipality to achieve the objectives of Batho Pele. 
 
The Audit Committee will increase its focus on advising the Municipality with regard to 
compliance with laws and regulations and Risk management going forward. 
 
The Kouga audit committee would like to thank the management of the Kouga Local 
Municipality, the representatives of internal audit and the office of the auditor-general for  
the good working relationship and positive atmosphere within which our meetings ar e 
being conducted. 
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J Blignaut (CA(SA)) 
Chairperson, Kouga Audit Committee 
24 March 2020 
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